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PSC REF#:119986

Response of Kollen Exhibit 3.16

Wisconsin Power and Light Company
to
The Public Service Commission of Wisconsin
Data Request No. RAM-22

Docket Number: 6680-UR-117

Date of Request: May 15, 2009

Response Due: May 29, 2009

Information Requested By:  Ron Manke

Date Responded: May 20, 2009

Author: Marty Seitz / Ted Smith

Author’s Title: Mgr Il Fin Planning & Analysis / Lead Analyst |l
Author’s Telephone No.: (608) 458-3363 / (608) 458-3472

Witness: (if other than Author)

Data Request No. RAM-22:
Amortizations

Please provide support for the ARO deferral in the amount of $1,178,446.

Response:

Please see the attached file [Attachment A, RAM-22 ARO.xIs] for the ARO deferral
detail. These amounts were recorded on the balance sheet of WPL in accordance with
the attached accounting letter [Attachment B, RAM-22 ARO response - December
13, 2003.pdf] received from the Public Service Commission of Wisconsin dated
December 13, 2003.
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Data Request RAM-22, Attachment B
Docket 6680-UR-117
Wisconsin Power and Light Company

Public Service Commission of Wisconsin

Burneatta Bridge, Chairperson 610 North Whitney Way
Ave M. Bie, Cominissioner P.O. Box 7854
Rebert M. Garvin, Commissioner Madison, WI 53707-7854

December 13, 2003

Mr. Terry A. Hanson, Vice President, Mr. Roman Draba, Vice President
Chief Financial Officer and Secretary State Regulatory Affairs
Madison Gas and Electric Company Wisconsin Electric Power Company
133South Blair Street : P.O. Box 2046
*P.O.Box 1231 Milwaukee, Wisconsin 53201-2046
" Madison, Wisconsin 53701 '

-~ Mr. John E. Kratchmer, Vice President - Ms. Diane L. Ford, Vice President - Controller

- Controller and Chief Accounting Officer Wisconsin Public Service Corporation
Wisconsin Power and Light Company 700 North Adams Street
4902 North Biltmore Lane P.O. Box 19001
PO Box 77007 : Green Bay, Wisconsin 54307-9001

Madlson WI 53707 1007 o S
Re: -”Statnment of Fmancxa] Accountmg' Standards (SFAS) T han A Fne 3270
R ,VO ;43 Accountmg for Asset ReurementObhgatlons '

‘Dear Messts. Hanson, Draba, Kratchmer, and'Ms. Ford: =~~~ 175 7 -

This is in response to your joint letter dated December 9, 2003, regarding the adoption of the
Financial Accounting Standards Board’s (FASB) Statement of Financial Accounting Standards
(SFAS) No. 143, Accounting for Asset Retirement Obligations (ARO). In that letter you seek
assurance that the’ARO will neither affect currently recoverable costs nor necessitate a change in
ratemakmg policy by the Public Service Commission of Wisconsin (PSCW). You also requested
specific nudu}imduuﬂ (G record abo():latud gu}atury zssets or hdmuue&

This letter supplements the letter-issued onJ anuary 9, 2003 under my 51gnature relating to the
adoptlon of SFAS No. 143. As previously indicated, SFAS No. 143 addresses financial
accounting and reporting for obli gations associated with the retirement of tangible long-lived
assets and the associated asset retirement costs and applies to all entities. It applies to legal
obligations associated with the retirement of long-lived assets that result from the acquisition,
construction, development and (or) the normal operation of a long-lived asset, except for certain
obligations of lessees. The Statement is effective for fiscal years beginning after June 15, 2002
(January 1, 2003, for calendar year companies). SFAS No. 143 requires that the fair value of &
~ lability/for'ain ARO be recognized in the period in which it is incurred if a reasonable estimate’ f
fair valuescan be made. The fair valué of thefiability i§ added to the carrying amount of the * L
associated asset and this ddditional carfying amoihtis depreciated over the life of the as§ét’ The-
liability is accreted at the end of each period through charges to operating expense.

Telephone: (608) 266-5481 - Fax: (608) 266-3957 = TTY: (608) 267-1479
Home Page: http://psc.wi.gov - E-mail: pscrecs@psc.state.wi.us
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Wisconsin Power and Light Company
Page 2 of 2

Messrs. Hanson, Draba, Kratchmer, and Ms. Ford
Page 2

The FASB acknowledged that there may be differences between what is required under this
Statement and what is most appropriate for rate-making purposes. In recognition of that fact, the
FASB determined that if an entity is subject to SFAS No. 71, accounting for the Effects of
Certain Types of Regulation, the entity should recognize a regulatory asset or liability for these
differences.

‘In addition to the guidance provided by the FASB within SFAS No. 143, the Federal Energy

- Regulatory Commission (FERC) issued Order No. 631, Accounting, Financial Reporting, and
Rate Filing Requirements for Asset Retirement Obligations (Docket No. RM02-7-000) on
April 9, 2003. The FERC ruling leaves the jurisdictional rate setting process unchanged and
provides that if the requirements of Order No. 552 are met, a jurisdictional entity must recognize
regulatory assets and liabilities for the cumulative effect adjustment and any differences between
the recognition of asset retirement obligation expenses for financial accounting purposes and
their recovery in rates. In this instance, the PSCW understands that the relevant accounting rules
require that companies obtain evidence, such as PSCW approval, in order to recognize a
regulatory asset or liability. Recording the difference between retirement costs determined for
ratemaking and under SFAS 143 as a regulatory asset or liability more accurately reflects the
company’s current circumstances with regard to retirement of these assets.

. Your request to establish a regulatory asset or liability account to record the cumulative
- adjustiment as of January 1, 2003, and the differences in ongoing expense recognition under
" SFAS 143 for ARO costs and ratemaking practices for retirement costs is authorized for as long
as the retirement obligations of such assets continue to be regulated by the PSCW. This
authorization is for accounting purposes only and does not bind the Commission to any specific
treatment for this item in any future proceeding involving rates or other matters before the
Commission.

Since ratemaking procedures remain unchanged at this time, the cost of removal of utility plant
will continue to be a part of depreciation rates established by this Commission regardless of
whether it mcludes a legal asset retirement obligation as defined by SFAS 143. The assurance in
this letter that the Commission’s ratemaking procedures remain unchanged does not preciude the
Commission from reviewing its ratemaking procedures in the future. If there is interest in
adopting SFAS 143 for ratemaking at some time in the future I would anticipate that a formal
investigation would take place.

Sincerely,

Robert Norcross |

Administrator
Electric Division

RDN:ccs:mem:L:\LetterFAS 143 supplémental letter.doc

cc: Candice Spanjar





